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RULES AND PROCEDURES FOR CLAI M NG TAX CREDI T
[ As Amended Cctober, 1993]

TITLE I X

SUBTITLE I. TAX CREDI T FOR THE CONSTRUCTI ON CF
WATER | MPOUNDVENTS OR WATER CONTROL STRUCTURES

Section 901.1. | NTRODUCTORY PROVI SI ONS.

A This Regul ation establishes the procedure for Arkansas
income taxpayers to claim as a tax credit against their
Arkansas income tax liability, an amunt equal to fifty

percent (50% of the cost of construction and installation or
restoration of water inpoundnents or water control structures
of twenty (20) acre/feet or nore thereby encouraging the
private sector of our econony to invest in the construction
of soil and water conserving inpoundnents and contro

structures thereby reducing the use of groundwater and the
potential of further groundwater depletion.

B. Credit may be clained for fifty percent (50% of the
costs which are actually incurred in conpleting a project
subject to the following limtations: No taxpayer nmay claim
credit wunder this regulation for nore than three thousand
dol lars ($3,000.00) per year. Unused credit may be carried
forward for a period of ten (10) years fromthe first year in
whi ch the cost for which credit is clained was incurred. The
maxi mum credit which may be clainmed in any single year for
any single project shall not exceed three thousand dollars
($3,000) regardless of the nunber of taxpayers paying the
costs of the project.

C. To qualify for this credit, the project nust be designed
and used for agricultural purposes to produce food and fi ber
as part of a business (excluding aquaculture), or for
i ndustri al pur poses. The fact that water from the
i npoundnent may also be put to donestic use, does not
disqualify the cost of the inpoundnent or structure for this
credit.

D. Any taxpayer claimng credits for the costs of
construction  of wat er i mpoundnents  or wat er cont rol

structures shall not <claim a credit for the costs of
abandoni ng the use of groundwater for the same project. Any
taxpayer claimng credits for the costs of abandoning the use
of groundwater shall not claim a credit for the costs of

construction or wat er i npoundnents  or wat er control
structures.
E. The credits provided by this regulation may be clained

for income tax year 1985 and all succeeding tax years.



Taxpayers reporting on a fiscal year basis may claim the
credit for fiscal years beginning in 1985 and all succeeding
fiscal years.

F. This credit is not transferable from one taxpayer to
anot her.

Section 901. 2. DEFI N TI ONS.

A. Comm ssi on means t he Ar kansas Soi | and Wat er
Conservation Comm ssion, established pursuant to Ark. Code
Ann. ¢¢15-20-201 to 208.

B. District neans t he | ocal Conservati on District
establ i shed pursuant to Ark. Code Ann. «<14-125-101 to 907.
C. Donmestic Use neans the wuse of water for ordinary

househol d purposes including human consunption, washing, the
watering of farmlivestock, poultry and donestic animals, and
the watering or irrigation of hone gardens and | awns.
D. Project neans an inpoundnent of water characterized by a
dam |evee or device to control the flow of water and al
structures, pipes and devices for the transportation and
delivery to the water fromor into the inpoundnent.
E. Restoration neans activities undertaken to bring an
i mpoundnent back to original condition. Routine and ordinary
mai nt enance activities are not considered restoration under
this program

1. Activities that are considered restoration under
this program

(a) Changing the height of a dam

(b) Increasing the spillway capacity of a dam

(c) Renoving sedinent froman inpoundnent.

(d) Renobving trees greater than five (5) inches in
dianeter from a dam including renoving stunps and repl acing
Wi th inpervious material.

(e) Installing a filter or drainage system to
control seepage through a dam

(f) Excavation into the enbanknent fill or
foundation of a dam (e.g., replacing deteriorated pipe).

(g) Renoval or replacenent of major structural
conponents of a dam (e.g., replacing deteriorated concrete
gates, etc).

(h) Any other wrk to inprove the capacity,
service or safety of an inpoundnent or water contro
structure, except the itens bel ow

2. Activities that are not considered restoration
under this program

(a) Routine care (e.g., cutting grass)

(b) Reseeding eroded enbanknent and shore areas.



(c) Renoving brush and small trees (up to 5 inches
in dianmeter) froma dam

(d) Replacing stop logs or flash boards wth
i denti cal conponents.

(e) Sealing cracks in spillway sl abs.

(f) Replacing trash guards.

(g Replacing or repairing any conponent of a
wat er supply or irrigation system when the work is done on a
conponent that is not part of the dam water inpoundnent or
t heir appurtenant works.

(h) Any other work that does not inprove the
capacity, service or safety of a water inpoundnent or water
control structure.

Section 901.3. REQU REMENTS FOR APPLI CATI ON FOR CREDI T.

A Pl ans, designs or specifications nust be submtted to
t he Conm ssion for approval and:

1. Shal | nmeet or exceed mninmum standards as
establ i shed by the Conm ssion's Chief Engineer;

2. Shall have been developed by an agent of the
USDAASCS or by a registered professional engineer, |icensed

i n Arkansas;

3. Must be certified by the district as being adopted
as a part of the cooperators conservation plan, or if the
plan is prepared by soneone other than an agent of the USDA-
SCS, then the plan nust be certified by the District as being

in conformance wth accepted soil and water conservation
practi ces.
B. The plans and construction nust conply with all state or

| ocal codes, rules, regulations and |laws as they may apply to
construction, operation and mai nt enance.

C. Structures nust be built and maintained so as to provide
a mnimmuseful life of ten (10) years.

D. A final construction inspection shall be conducted by a
representative of the Comm ssion. The applicant shall allow
representatives of t he Commi ssi on to i nspect t he
construction, operation or maintenance of facilities at any
reasonabl e tine.

Section 901. 4. PROCEDURE FOR CLAI M NG TAX CREDI T.

A Appl i cation. The applicant shall submt an Application
for Dam Permt or Exenption Certificate and Tax Credit
Appr oval . This application form my be obtained from the
district or Conm ssion. Al'l applicable information required
by the formshall be supplied by the applicant.

B. Appl i cation Fees.



1. The applicant shall pay to the Conmssion a fee in
an anmount equal to three percent (3% of the total tax credit

approved by the Conmm ssion. The mninum fee shall be one
hundred and fifty dollars ($150.00).
2. All fees shall be paid to the Comm ssion when an

application for tax credit approval is filed. Should paynent
be based on an estimate of cost which is less than actual

final total cost of the project, the balance will be due and
payabl e when a request for a Certificate of Conpletion for
Tax Credit is filed. No conpletion certificate shall be
issued wuntil the balance due has been paid. If the
applicant's estimate exceeded t he act ual cost of
installation, the Commssion will refund the fee overcharge
when the conpletion certificate is issued.

3. In the <case of a project involving multiple

| andowners, the fee shall be paid according to the



percentage of tax credit each participating party receives.
4, All fees collected shall be deposited in the Water
Devel opnent Fund.

C. Certificate of Tax Credit Approval. Upon review and
approval of the project, the original Certificate of Tax
Credit Approval will be issued to the taxpayer. |In the case
of a project involving nultiple I|andowers an original
certificate will be issued to each | andowner

D. Final Inspection and Certificate of Conpletion. Upon
conpletion of the project the taxpayer shall request the

Comm ssion make a final inspection of the project and issue a
Certificate of Conpletion for Tax Credit. The request shal
be a letter notifying the Comm ssion of project conpletion
and requesting a final inspection and issuance of the
conpletion certificate. This letter nust contain a statenent
of the total cost of the project. On receipt of this
request, a representative of the Comm ssion will conduct the
final construction inspection. If the final construction
neets the requirenments of applicable |aw and regul ations, a
Certificate of Conpletion shall be issued. The Certificate
shall contain a statenent that the construction has been
conpleted and a statenent of the final total cost of the
project as reported by the Applicant.

E. Caimng Credit. Taxpayers may claim credit for costs
to a project only after receiving a Certificate of Tax Credit
Approval fromthe Comm ssion.

F. I ncone Tax Returns. Taxpayers claimng credit shall
attach the original Certificate of Tax Credit Approval to the
state incone tax return for the first year credit is clained
prior to the conpletion of construction. In the first year
after conpletion of construction, taxpayers shall attach the
original Certificate of Conpletion for Tax Credit to the tax
return. The taxpayer shall also conplete and attach the
proper form for claimng credit for each year for which
credit is clained.

G Cal cul ating Net Incone. |In determning net inconme for
Arkansas Incone Tax purposes, taxpayers claimng credits
provided for in this regulation may also claim a deduction
equal to the total cost of the project less the total anpount
of costs used to determne the credits to which the taxpayer
is entitled under these regulations. The deduction for costs
incurred in a project may be taken only during the year the
expenditures for the project were actually incurred.



SUBTITLE I'l.  CLAIM NG TAX CREDI TS FOR UTI LI ZI NG
SURFACE WATER I N PLACE OF GROUNDWATER

Section 902.1 GENERAL.
A. This regulation establishes the procedure for Arkansas
income taxpayers to claim as a tax credit against their
Arkansas incone tax liability an anobunt equal to ten percent
(10% of the cost incurred by the taxpayer in abandoning or
reducing the extraction of the groundwater and wutilizing
surface water in lieu of groundwater thereby encouraging the
private sector of our econony to invest in the installation
of equi pnent to conserve groundwater, thus reducing the use
of groundwater and the potential of further groundwater
depl eti on.
B. Credit may be clainmed for ten percent (10% of the costs
of a project. This tax credit shall be applicable against
the tax Iliability for the inconme year during which the
extraction of surface water commenced. Any unused portion of
this credit may be carried forward for 2 years. The credit
shall be limted to ten percent (10% of the costs incurred
in conpleting the project.
C. Any taxpayer claimng «credits for the costs of
construction  of wat er i npoundnents  or wat er control
structures shall not <claim a credit for the costs of
abandoni ng the use of groundwater for the sanme project. Any
taxpayer claimng credits for the costs of abandoning the use
of groundwater shall not claim a credit for the costs of
construction  of wat er i npoundnents  or wat er cont rol
structures.
D. The credits provided by this regulation may be clained
for income tax year 1985 and all succeeding tax years.
Taxpayers reporting on a fiscal year basis my claim the
credit for fiscal years beginning in 1985 and all succeeding
fiscal years.

E. This credit is not transferable from one taxpayer
to anot her.

Section 902.2 DEFI NI TI ONS.
A. Conm ssi on neans t he Ar kansas Soi | and Wat er
Conservation Comm ssion established pursuant to Ark. Code
Ann. ¢¢15-20-201 to 208.

B. District neans the |local conservation district
establ i shed pursuant to Ark. Code Ann. «¢14-125-101 to 907.

Section 902.3 REQU REMENTS FOR APPLI CATI ON FOR CREDI T.
A Pl ans, designs or specifications nust be submtted to
t he Conmi ssion for approval and:



1. Shal | nmeet or exceed mninmum standards as
established by the Conm ssion's Chief Engineer;

2. Shall have been developed by an agent of the
USDAASCS or by a registered professional engineer, |icensed
i n Arkansas;

3. Must be either certified by the District as being
adopted as a part of the cooperators conservation plan, or if
the plan is prepared by soneone other than an agent of the
USDA- SCS, then the plan nust be certified by the District as

being in conformance wth accepted soil and water
conservation practices.
B. The plans and construction nust conply with all state

and |ocal codes, rules, regulations and laws as they my
apply to construction, operation and mai nt enance.

C. Structures nust be built and maintained so as to provide
a mninmnumuseful life to ten (10) years.

D. A final construction inspection shall be conducted by a
representative of the Conm ssion. The applicant(s) for
credit shall allow representatives of the Commssion to
inspect the construction, operation or nmaintenance or
facilities at any reasonable tine.

E. Applicants shall provide reasonable proof and evidence
that groundwater was previously being used and that the new
equi pnent and construction work wll reduce or replace the

use of groundwater.

Section 902. 4. PROCEDURE FOR CLAI M NG TAX CREDI T.

A. Applicati on. The applicant shall submt an Application
for Tax Credit Approval. This form may be obtained fromthe
District or Comm ssion. Al'l applicable information required
by the formshall be supplied by the applicant.

B. Fees.

1. The applicant shall pay to the Commssion a fee in
an anount equal to three percent (3% of the total tax credit
approved by the Conm ssion. The mninmum fee shall be one
hundred and fifty dollars ($150.00).

2. All fees shall be paid to the Conm ssion when an

application for tax credit approval is filed. Should paynent
be based on an estimate of cost which is less than actual
final total cost of the project, the balance wll be paid
when a request for a Certificate of Conpletion for Tax Credit
is filed. No conmpletion certificate shall be issued unti

t he bal ance due has been paid. If the applicant's estimate
exceeded the actual cost of installation, the Conmm ssion wll
refund the fee overcharge when the conpletion certificate is
i ssued.



3. In the <case of a project involving multiple
| andowners, liability for the fee shall be paid according to
the percentage of tax credit each participating party
receives.

4, Al'l fees collected shall be deposited in the Water
Devel opnent Fund.

C. Certificate of Tax Credit Approval. Upon review
and approval of the project, the original Certificate of Tax
Credit Approval will be issued to the taxpayer. |In the case
of a project involving nmultiple I|andowers an original
certificate will be issued to each | andowner
D. Final Inspection and Certificate of Conpletion. Upon
conpletion of the project the taxpayer shall request the

Comm ssion make a final inspection of the project and issue a
Certificate of Conpletion for Tax Credit. This request shal

be a letter notifying the Comm ssion of project conpletion
and requesting a final inspection and issuance of the
conpletion certificate. This letter nust contain a statenent
of the total cost of the project. On receipt of the request,

a representative of the Commssion wll conduct the final
construction inspection. |If the final construction neets the
requirenents of applicabl e | aws and regul ati ons, a

Certificate of Conpletion shall be issued. The Certificate
shall contain a statenent that the construction has been
conpleted and a statenent of the final total cost of the
project as reported by the Applicant.

E. Caimng Credit. Taxpayers may claim credit for costs
of a project only after receiving a Certificate of Tax Credit
Approval fromthe Comm ssion.

F. | ncone Tax Returns. Taxpayers claimng credit shall
attach the original Certificate of Tax Credit Approval to the
state incone tax return filed in the first year for which
credit is clained. The taxpayer shall also conplete and
attach the proper formfor claimng credit for each year for
which credit is clained. This formis attached to and is a
part of this regulation.

G Cal cul ating Net Incone. In determning net incone for
Arkansas Incone Tax purposes, taxpayers claimng credits
provided for in this regulation my also claim a deduction
equal to the total cost of the project less the total anount
of costs used to determne the credits to which the taxpayer
is entitled under these regulations. The deduction for costs
incurred in a project nmay be taken only during the year the
expenditures for the project were actually incurred.



